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USADB 

FOR NAC AGENCIES 

E.O. 11652: ADS, DECLAS 5/28/75 
TAGS: EAID, EFIN, BM 

SUBJECT: PROPOSED ADB TECHNICAL ASSISTANCE TO BURMA FOR 
FOREST INDUSTRIES PROJECT 

SUMMARY: ADB MANAGEMENT PROPOSES $98,000 EQUIVALENT 
TECHNICAL ASSISTANCE GRANT TO GOVERNMENT OF BURMA TO 
FINANCE FOREX COST OF CONSULTANTS TO CARRY OUT IN DEPTH 
FEASIBILITY STUDY OF FOREST INDUSTRY IN SELECTED AREA 
IN UPPER BURMA AND TO FORMULATE SPECIFIC PROJECT FOR 
POSSIBLE BANK FINANCING: USADB RECOMMENDS FAVORABLE 
NAC ACTION. 

1. ADB DOC. R13-75 DESCRIBING PROPOSED GRANT POUCHED 
ADDRESSEES FEBRUARY 25. BOARD CONSIDERATION SCHEDULED 
MARCH 13. 

2. ADB MANAGEMENT PROPOSING $98,000 TECHNICAL 
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ASSISTANCE (TA) TO GOVERNMENT OF BURMA (GUB). 
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PROCEEDS WILL FINANCE FOREX COST OF IN-DEPTH FEASI- 
BILITY STUDY OF FOREST INDUSTRY IN A SELECTED AREA 
OF UPPER BURMA, WHICH WOULD CONCENTRATE ON IMPROVE- 
MENT OF LOGGING AND TRANSPORT OPERATIONS AND 
REHABILITATION OF SAWMILLING FACILITIES, AND TO 
FORMULATE SPECIFIC PROJECT FOR POSSIBLE BANK 
FINANCING. 

3. FORESTS COVER 57 PERCENT OF BURMA’S LAND AREA. 

THEY CONTAIN ABOUT 75 PERCENT OF WORLD S TEAK SUPPLY 
AS WELL AS SEVERAL ASSOCIATED HARDWARE SPECIES WHICH 
HAVE COME INTO COMMERCIAL PRODUCTION RECENTLY DUE 
TO INCREASED WORLD DEMAND. FORESTRY INDUSTRY, WHICH 
IS SECOND TO RICE AS MAJOR SOURCE OF FOREX EARNINGS 
FOR BURMA, HAS SUFFERED SERIOUS SETBACKS SINCE WORLD 
WAR II. PRESENT TEAK PRODUCTION IS LESS THAN 300,000 
TONS PER YEAR COMPARED WITH 400,000 TONS PER YEAR 
PRE-WAR. INADEQUATE LOGGING AND TRANSPORT EQUIPMENT 
AND OUTDATED PROCESSING FACILITIES ARE MAIN CONSTRAINTS 
TO INCREASED PRODUCTION. 

4. IN JUNE 1974, WORLD BANK GROUP EXTENDED $24.0 MILLION 
IDA CREDIT FOR FORESTRY PROJECT IN SOUTH-CENTRAL 
BURMA TO INCREASE TIMBER OUTPUT THROUGH ROAD CON- 
STRUCTION, PROVISION OF LOGGING AND TRANSPORT 
EQUIPMENT AND REHABILITATION OF SAWMILLS. PROJECT 
ALSO INCLUDES FEASIBILITY STUDIES OF FORESTRY AND 
FOREST-BASED INDUSTRIES ON COUNTRY WIDE BASIS. 

PROPOSED ADB TA WOULD NOT PREJUDICE FINDINGS OF 
IDA-FINANCED FEASIBILITY STUDIES WHICH WILL TAKE 
THREE YEARS TO COMPLETE AND WILL BE UNDERTAKEN WHITE 
BOTH IDA AND POSSIBLE BANK PROJECT, WHICH IS EXPECTED 

TO FOLLOW FROM PORPOSED BANK TA, ARE BEING IMPLEMENTED. 
(IDA APPRAISAL REPORT NOTES PROPOSED BANK TA AND 
ANTICIPATES POSSIBLE SUBSEQUENT BANK LOAN OF $3 TO 
$5 MILLION.) BANK RECOGNIZES NEED FOR CLOSE COORDINA- 
TION BETWEEN GOVERNMENT AND TWO LENDING INSTITUTIONS 
DURING IMPLEMENTATION PERIODS OF BOTH PROJECTS. 

OTHER EXTERNAL AID FOR BOTH SHORT-AND LONG-TERM 
IMPORVEMENTS TO BURMA'S FORESTRY SECTOR HAS BEEN 
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PROVIDED BY USAID, PEOPLE S REPUBLIC OF CHINA, CANADA, 
UNDP AND THROUGH COLOMBO PLAN. 

5. FOR IMPLEMENTATION OF PROPOSED TA, BANK 
ENVISAGES TA MISSION OF 3 OR 4 SPECIALISTS CONSISTING OF 
EXPERTS IN TROPICAL FORESTRY, MECHANIZED LOGGING 
AND TRANSPORTATION, SAWMILLING AND FOREST ECONOMICS 
FOR PERIOD OF 12 MAN-MONTHS. ABOUT ONE MONTH AFTER 
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COMMENCEMENT OF FIELD WORK, INTERIM DISCUSSIONS 
WOULD BE HELD BETWEEN GUB, CONSULTANTS AND BANK 
TO: (A) ASSESS INITIAL FINDINGS; (B) DEMARCATE 
PROJECT AREA FOR DETAILED EXAMINATION; 

(C) ASCERTAIN REACTION OF GUB'S COUNCIL OF MINISTERS; 

AND (D) GIVE DIRECTIONS FOR FURTHER WORK OF TA 
MISSION. GUB HAS AGREED TO PROVIDE REQUIRED LOCAL 
SERVICES AND FACILITIES AND CAPABLE COUNTERPART 
TEAM (AT COST OF ABOUT $7,000 EQUIVALENT). 

6. EXECUTING AGENCY WILL BE TIMBER CORPORATION (TC), 
WHICH CONTROLS ALL COMMERCIAL TIMBER OPERATIONS IN 
BURMA AND IS SOLELY RESPONSIBLE FOR 
EXTRACTION. MILLING, PROCESSING AND MARKETING OF 
FOREST PRODUCTS. TC WAS FORMED IN 1948 WHEN TEAK 
INDUSTRY WAS NATIONALIZED; IN 1962 TC'S RESPONSIBILITY 
WAS EXTENDED TO INCLUDE OTHER HARDWOODS. IDA-FINANCED 
PROJECT ENVISAGES OVERALL ORGANIZATIONAL STUDY OF 

TC TO OVERCOME ITS PROBLEMS: E.G., LACK OF EXPERIENCE 
IN PLANNING AND BUSINESS ADMINISTRATION AND 
INSUFFICIENT DELEGATION OF AUTHORITY TO MANAGEMENT 
TO MAKE IMPORTANT DECISIONS. 

7. GUB HAS ACCORDED HIGH PRIORITY TO REHAB LILITATION 
OF FOREST INDUSTRIES BECAUSE FOREST PRODUCTS ARE 
MAJOR SOURCE OF FOREX EARNINGS. WHILE FOREIGN 
DEMAND FOR BURMA TEAKWOOD HAS BEEN HIGH, COUNTRY 
HAS BEEN UNABLE TO MEET POTENTIAL. PRESENT UNDER- 
UTILIZATION OF FOREST RESOURCES OFFERS ONE OF MAIN 
OPPORTUNITIES FOR FAST AND SUSTAINED IMPROVEMENT OF 
EXPORT EARNINGS. USADB SUPPORTS PROPOSAL AND 
RECOMMENDS FAVORABLE NAC ACTION. 
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8. REQUEST RANGOON'S COMMENTS FOR NAC AGENCIES, 

INFO USADB MANILA, PURSUANT TO STATE 1 19795 DTD 

3 JULY 1972. 

SULLIVAN 
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